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REFLECTIONS OF A CONDEMNATION APPRAISER 


ITH the vast amount of highway construction throughout the United 
W States today, particularly in urbanized areas, it is time to define 

clearly some of the terminology and processes used by appraisers in 
condemnation appraisals. The conclusions stated in this bulletin are generally 
accepted by many but not all courts in the United States. 


In building a highway some agency of government must condemn the prop- 
erty in the path of the highway. It may take all of the property owned by an in- 
dividual, or it may take only part. The construction of the highway may also 
cause a loss in value to nearby property. Therefore, the appraiser may be 
called upon to appraise three possible losses in value to real estate. 


The first is a total taking, often referred to as a taking in its entirety. In 
this instance the owner of the property is completely divested of his interests 
in, use, and enjoyment of the property appraised. 


The second type is considered a partial taking. In this instance the taking 
authority is seeking to acquire the use of only a portion of the owner’s land 
holdings. In a partial taking it is general practice for the appraiser to arrive 
at two independent values. First, the appraiser estimates the value of the real 
estate immediately before the taking; this is known as its “before” value. 
Second, an estimate of the value of the real estate immediately after the tak- 
ing is derived; this is known as the “after” value. The difference between 
these two values generally represents the value of the part taken plus the sev- 
erance damages to the remainder. 


The third type is generally referred to as consequential damage. In this 
instance the process of condemnation affects a land owner whose property is not 
directly involved in the taking. The appraiser seeks to estimate the just com- 
pensation for these damages. Consequential damages are damages occurring 
as a result of an action outside of the condemnce’s property lines and his land 
remains intact. They are not to be confused with severance damages, which 
are damages resulting from a taking of a portion of the condemnee’s property. 


SEVERANCE DAMAGES may occur because of a change in the use of the 
part remaining or because of additional burden that might result with respect to 
future development. For example, the remaining pcrtion may be greatly re- 
duced in size, become odd-shaped, lose valuable access, or suffer a grade 
change. Improved properties that remain after a partial taking may have sev- 
erance damages to that part remaining because of the reduction in size of the 
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front, side, or back yard, or the actual taking of part of the improvements. 


The extent of the damages to the remainder under these circumstances is de- 
pendent on the amount of the yard space or structures that will remain and on 
the type and quality of the property. A home having a setback of 50 feet from 
a road will not suffer the same damages asa residence set back only 25 feet 
from a street when a 15-foot strip is being taken and all other conditions are 
the same. Furthermore, the loss of a front yard to an inexpensive property 
will not result in as great severance damages as the loss of a front yard in an 
area of luxury-type homes. 


Partial takings frequently result in triangular or irregularly shaped lots or 
extreiiely small lots that are often unbuildable.- This may be because the re- 
maining area is less than the minimum allowed under the existing zoning ordi- 
nance or because of setback requirements. [If the small portions remaining 
can be readily utilized in connection with adjacent lots, the value of the re- 


. mainder will be considerably higher than in areas having little or no use for 


additional land. Too often appraisers ascribe nominal values to the small lots 
that remain regardless of the demand for or possible utilization of these lots. 


. ,Mlimination of suitable access can create severance damages. This may 
result because suitable access is destroyed by the taking or because the re- 
maining property is left with extensive grading problems, or rear entry only. 


Severance damages may be created by an increase in future development 
costs, particularly if there are two parcels remaining and severed, one from 
the other. Assume a highway is to be cut through a large parcel of land owned 
by one company. One portion may be left with access and utilities, while the 
portion that remains on the other side of the highway may be without those 
items that were present before the taking. 


Many appraisers consider future traffic regulations a source of severance 
damages, . After the taking and the new installation, local authorities could en- 
force traffic regulations that would penalize the remaining property. These 
traffic regulations might be the enforcement of one-way traffic or no-parking 
regulations. Such regulations are frequently imposed by local authorities 
along service roads installed by the State. The damages, although real, may 
not be compensable as far as the State is concerned., Moreover,. the local au- 
thority would be acting under its duly authorized police powers. Therefore, 
traffic control is gener:.lly not considered as leading to compensable damage. 


A compensable damage is a loss in value recognized, by the courts of prop- 
er jurisdiction as damaging. Noise and night lighting of highways generally in 
most States are not considered compensable damages. ‘Circuity of travel is not 


(‘frequently considered a damage, particularly in rural areas that have service 


roads bordering on limited-access highways. Prior toa taking a farmer may 
have been located on a highway three miles east of town. After the taking he 
may be required to use a service road to get onto the new limited-access high- 
way. It may require him to drive two miles farther east to an intersection with 
the new highway and then a distance of five miles west to town. Prior to the 
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taking he had a three-mile trip into town, afterwards-seven. Most Biains do not 
consider this circuitous route damaging. 


Severance damages may occur, in the instance of a complete taking ofa 
parcel of land, to an entirely separate parcel or parcels Owned and used by the 
party owning the part taken. Such instances frequently occur in land clearance 
areas for redevelopment throughout the United States. Planners should give 
more thought to these damages in the early stages of their program. Typical 
of these damages is the taking of parking lots serving businesses that are lo- 
cated adjacent to them or across the street or even in the next block. In one 
instance that we know of, a truck terminal had purchased about twenty indi- 
vidual parcels of land ina neighborhood. Some were used for truck terminal 
purposes, others for offices, garages, and parking. All of these parcels, 
though fairly widely scattered, were used by this trucking operation and could 
not be considered surplus. Vacant land, in the area was entirely owned by the 
trucking company. Its demand for additional, space to protect its existing in- 
vestment required that it buy improved property, which necessitated demoli- 
tion in order to provide expansion space. The cost. of buying this improved 
land and the demolition costs far exceeded ..the fair value of vacant land except 
to this particular purchaser. The taking authority had condemned several of 
its parking lots, which in turn forced the owner to acquire additional substitute 
land. The difference between the fair value of the land taken and the cost of 
acquiring improved land plus demolition ¢osts would be the severancé damages 
that the remainder would suffer because of the taking’ of the parking lots. 


Examples of severance damages..from condemnation are myriad.,. In some 
instances construction easements are, taken for the purpose of changing the 
grade of the remaining land, .In other cases, land is filled and would be un- 
buildable for years after the fill unless deep piers are used for foundations. Of- 
ten surface water problems that would require additional expenses in develop- 
ing the remaining land may be caused by the construction of a highway. The 
appraiser must become aware of. these situations in- order to be equipped to 
handle this growing phase of his work. 


CONSEQUENTIAL DAMAGES ‘may arise because of a change in the grade 
of the street formerly serving the property under appraisement. Often a’ fill 
or new construction may reduce the amount of light and air formerly enjoyed 
by the affected property and may frequently take away ready access. We some- 
times find that highway development: forces the owner to fence his property line 
along the right-of-way for his own protection. 


Some consequential damages may not be compensable. An example is the 
rerouting of highway traffic from an existing road to ‘another or to a riew route. 
This frequently happens when bypasses are constructed on the outskirts of ur- 
ban areas. Motels and service stations along the road that was formerly desig- 
nated a major interstate highway find that upon completion of the new interstate 
routes they no longer enjoy the business from the high-volume traffic. Their 
business suffers considerably, but their land, including their accessibility, 
was not taken. The damage is real but not compensable. 
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Taking authorities emphasize the term BENEFITS. Benefits are the en- 
hancement in value that the property would enjoy because of the improvement 
being put in. These benefits can be both general and special. General benefits 
are those that will accrue to the majority or all of the neighboring properties 
or to the entire community. Special benefits, on the other hand, are those ac- 
cruing only to the subject property or a few other favored properties. By “fa- 
vored properties ” we do not mean political favoritism. Most people recognize 
the general benefits of our highway programs. These new highways open vast 
areas within the same time zone formerly enjoyed by a smaller area. Highway 
safety, a general benefit also, is brought about by eliminating dangerous inter- 
sections, limiting access onto fast-moving highways, installation of media 
strips or distinct separation of the two-way traffic lanes. 


Special benefits may be enjoyed by properties located at important inter- 
sections along a limited-access highway. They secure a monopolistic value 
because of the limitation of competitive establishments located between those 
intersections. Special benefits might occur because of the elimination of sur- 
face water problems, better grade, or, in the instance of nonlimited-access 
highways, the affording of access where no road was previously available. 


Asa rule the courts have found that general benefits may not be used to 
offset either the value of the land taken or severance damagestothe remainder. 
Special benefits, however, might be used to offset severance damages, but 
should not be used to offset the value of the part taken. Earlier we stated that 
the general practice in partial-taking appraising was to appraise the property 
before the taking and immediately afterwards. The difference between these 
values represents the value of the part taken plus severance damages to the 
remainder. [If the special benefits exceed the severance damages, the excess 
special benefits should not be used to offset any part of the value of the proper- 
ty taken. The general rule is that the taking authority must pay the owner the 
market value of the part taken and pay severance damages less any special 
benefits that might accrue because of the taking. It is necessary in making a 
“before and after” appraisal to analyze the difference and properly ascribe 
conclusions between the value of the part taken, the value of the part remain- 
ing, the severance damages, and any special benefits that might accrue. 


These reflections on the terminology used in condemnation appraisals re- 
veal the complexity of the analysis. The appraiser has to consider market 
value, severance and consequential damages, special benefits, and many other 
details under each concept. Again the readers are reminded that this is nota 
legal treatise, and some of the applications may not be true in every State. 
This is written to familiarize the appraiser with the general terms and tech- 
niques which he will encounter in his work. 


WILLIAM J. RANDALL, M. A.T. 




















